tie. It also avoids the very expensive and highly limited
testing of weapons hardness that was previously effected
through underground nuclear tests.

Further, the productivity investment fund strategy has
helped redress some of the department's critical spares
problems. For example, the Navy expects a payback of
more than $18.8 million from its $3.5 million investment
in a facility that will manufacture electronic spare parts
and support the design and fabrication of semiconductor
integrated circuits. The facility will greatly reduce the sup-
port costs for many Navy systems that presently require
expensive, low-volume parts no longer produced
competitively in the private sector.

Smaller investments which pay for themselves within
two years also enable the military services to do their job
better. For instance, the Strategic Air Command spent
$30,000 on biometric rulers for three Air Force hospitals.
By detecting ocular tumors and providing other valuable
information to opthalmologists, these rulers cut diagnostic
costs and reduce patient referrals to private-sector health
care facilities. Total savings are projected at nearly a
quarter-million dollars.

Given the success of these ventures, one can expect the
use of productivity-enhancing capital investments of all
sizes to continue. The FY 1986 Defense budget requests
$138.5 million for investments of $100,000 or more and
$47.8 million for the smaller ones. DoD has also directed
each of the services to set aside $50 million for high-
priority large investments.

This seminal drive to find more efficient and effective
methods of accomplishing our missions will, we hope,
generate more ideas on ways to apply evolving
technologies to actual and projected workloads. The ex-
ceptional track record on current investments demonstrates
that the department has only scratched the surface of the
potential for improvement. It is part of management's re-
sponsibility to support funding for investments now in or-
der to achieve long-term efficiencies.

Personnel. In all of these efforts to unlock the produc-
tivity of defense operations, people are the master key,
Therefore, DoD is pursuing such strategies as participatory
management, recognition programs, and incentive
programs.

Efforts to tap the know-how of the work force are
paying off. Quality circles are now a major movement in
the department. Groups of five to fifteen workers from the
same work area meet voluntarily with their first-level su-
pervisor during normal duty hours to analyze problems as-
sociated with their work or working conditions and then
recommend corrective action to management. First estab-
lished in DoD in 1979 and now numbering more than
2,000, quality circles have made major contributions to
defense productivity.

Cumulative cost and savings, actual and
projected, for the OSD-sponsored
Productivity Investment Fund

Millions of dollars
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2,800
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For example, machinists in the "Triple Deuce" Quality
Circle at the Norfolk Naval Air Rework Facility are saving
the Navy some $400,000 a year; by reorganizing their tool
room to serve their needs better, they eliminated a great
deal of waste and inefficiency in stocking, issuing, and
maintaining tools. Another circle at the Norfolk Air
Rework Facility cut the cost of reworking wing seals for
the F~14 aircraft by streamlining and standardizing proce-
dures; they are saving the shipyard some $300,000 a year.

Notably, the success of quality circles and other produc-
tivity efforts at the Norfolk Naval Shipyard helped the
yard to win the non-manufacturing category of the first
U.S. Senate Productivity Award presented in the Com-
monwealth of Virginia. Some 6,000 Virginia businesses
competed for the honor.

Elsewhere, a quality circle at the Defense Logistics
Agency's Defense Personnel Support Center simplified its
routine transactions with the Food and Drug Administra-
tion, which evaluates and qualifies prospective medical
contractors. The circle's recommendation saved an esti-
mated $250,000 and cut contract review time in half.
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Second Quarter 1985layed a variety of recent achievements.
